Introduction
In this article, data are presented on the use of and program payments for Medicare-covered home health agency (HHA) services rendered in 1988 to aged and disabled beneficiaries. The data are examined in relation to:
• The trends since 1974.
• The factors contributing to the increase in program payments for HHA visits.
• The distribution of HHA services and program payments by beneficiary residence.
• The distribution of HHA services and program payments by demographic characteristics. • The service patterns by different types of HHAs.
• The number of visits received by the beneficiary.
• The type of HHA providing the services.
• The geographic distribution of HHAs by type of agency.
Changes in legislation and regulations that have affected the use of HHA services are also discussed.
The HHA concept was originally conceived as a stage in the continuum of care following hospitalization where the patient's recovery and rehabilitation could be effectively continued at the patient's home at lower cost than if furnished either in a hospital or skilled nursing facility (SNF). Subsequent changes in legislation and regulations gave increasing weight to HHA services as a means of providing health care services to the beneficiary in the home to maintain health and functional capabilities to forestall the need for hospitalization or other institution-based care. This will be discussed in more detail later in this article. 
Eligibility criteria
Beneficiary eligibility for HHA services requires that the following conditions be met:
• The beneficiary must be confined to the home. This does not mean that the beneficiary must be bedridden. However, the beneficary's condition should be such that there exists a normal inability to leave home and that to do so would require a considerable effort. If the beneficiary does leave home, he or she may be considered homebound if the absences are infrequent or for periods of relatively short duration or are attributable to the need to receive medical treatment.
• The services are provided under a plan of care established and periodically reviewed by a physician.
The plan must contain all pertinent diagnoses, including the beneficiary's mental status; the types of services, supplies, and equipment ordered; the frequency of the visits to be made; prognosis; rehabilitation potential; functional limitations; activities permitted; nutritional requirements; medications and treatment; safety measures to protect against injury; discharge plans; and any additional items the HHA (usually represented by the home health care nurse who assists in the development of the plan) or the physician choose to include. The plan of care must be reviewed and signed by a physician no less frequently than every 2 months. • The beneficiary is under the care of a physician. The beneficiary is expected to be under the care of the physician who signs the plan of care and the physician certification.
• The beneficiary needs intermittent skilled nursing care, physical therapy, or speech therapy. If these services are required, occupational therapy may also be provided. For the purpose of qualifying for HHA services, "intermittent" is defined as meaning 4 or fewer days of skilled nursing services, physical therapy, or speech therapy per week, or 7 days per week for 21 consecutive days or longer for a finite and predictable period of time in exceptional circumstances.
• The HHA services are provided by an agency certified to participate in the Medicare program.
Covered services
Once eligibility for HHA services is established in accordance with the previous criteria, the services covered under the Medicare HHA benefit include: • Part-time or intermittent skilled nursing care. To be covered as skilled nursing services, the services must require the skills of a registered nurse or a licensed practical nurse under the supervision of a registered nurse, and must be reasonable and necessary to the treatment of the beneficiary's illness or injury. For the purpose of coverage determination, "part-time" means up to 35 hours per week of combined nursing and home health aide services for less than 8 hours per day for any number of days per week. "Intermittent" is considered to be up to 35 hours of combined nursing and home health aide services per week provided for 6 or fewer days per week for any number of hours per day, or up to 8 hours per day on a daily basis for up to 21 consecutive days or longer for a finite and predictable period of time in exceptional circumstances.
• Skilled therapy services. These include physical, speech, and occupational therapy. The service of a physical, speech, or occupational therapist is a skilled therapy service if the inherent complexity of the service is such that it can be performed safely and/or effectively only by or under the general supervision of a skilled therapist. The skilled services must be reasonable and necessary to the treatment of the beneficiary's illness or injury or to the restoration or maintenance of the function affected by the illness or injury.
• Part-time or intermittent (as defined previously) home health aide services. The home health aide provides hands-on personal care of the beneficiary or services needed to maintain the beneficiary's health or to facilitate treatment of the beneficiary's illness or injury.
• Medical social services. The primary role of the medical social worker is to resolve social or emotional problems that are or are expected to be an impediment to the effective treatment of the beneficiary's medical condition or rate of recovery.
• Medical supplies (except for drugs and biologicals) and the use of durable medical equipment (DME). Medical supplies are items which, because of their therapeutic or diagnostic characteristics, are essential to enabling HHA personnel to carry out effectively the prescribed care. Supplies include such items as catheters, needles, syringes, surgical dressings and materials used for dressings such as cotton gauze and adhesive bandages, and materials used for aseptic techniques. Other medical supplies include, but are not limited to, irrigating solutions and intravenous fluids. DME are items that can stand repeated use and are used primarily for medical purposes and are not generally useful in the absence of illness or injury. Items meeting these criteria include hospital beds, wheelchairs, hemodialysis equipment, iron lungs, crutches, canes, etc. The beneficiary is responsible for a coinsurance payment of 20 percent of the reasonable charge for DME.
• Services of interns and residents. The Medicare HHA benefit includes the medical services of interns and residents-in-training under an approved hospital teaching program. • Outpatient services. Outpatient services under the HHA benefit include any of the previously described items or services that are provided under arrangements on an outpatient basis at a hospital, SNF, rehabilitation center, or outpatient department affiliated with a medical school because they cannot be readily provided in the beneficiary's home, or which are furnished while the patient is at an outpatient facility to receive services that cannot be readily furnished in the home.
Trends
Data on the use of and program payments for home health services for selected years from 1974 through 1988 are shown in Table 1 . The data begin in 1974, when data on the number of HHA visits were first obtained. Program payment data are available for earlier years and will be referenced in the ensuing discussion. The discussion differentiates the data before and after 1983. The year 1983 marked the introduction of the Medicare prospective payment system (PPS) for hospitals. It was anticipated that PPS would have a major impact on the use of Medicare's post-hospital benefits (i.e., SNFs and HHAs). The data in Table 1 do show a shift in the trend for HHA services. For this reason, 1983 is taken as the dividing year for the discussion of the data.
The data show that the use of and payments for HHA services have had a rapid rate of growth since 1974, especially during the period from 1974 through 1983. During that period, the proportion of enrollees receiving HHA services almost tripled, from 16 to 45 per 1,000 enrollees-an average annual rate of growth (AARG) of 12.2 percent. Reflecting the growth in the enrollee population, the actual number of persons using HHA services increased at an even more rapid rate, from about 392,700 to about 1.4 million-an AARG of 14.7 percent. During the same period, program payments for HHA services increased almost tenfold, from about $141 million to almost $1.4 billion-an AARG of 29.0 percent.
The rapid growth in the use of HHA services during the years prior to 1983 reflects the liberalization of the HHA benefit through legislative changes. Among the more significant changes were: 1974 1976 1978 1980 1982 1983 1984 1985 1986 1987 1988 1974-88 1974-83 1983-88 The net effect of these expansions to the Medicare HHA benefit was to loosen the linkage of HHA services to the treatment of acute illnesses, reduce the institutional bias of the Medicare benefit structure, and place greater emphasis on the availability of in-home and communitybased services. In short, HHA services became increasingly viewed as a possible alternative to institutional forms of care as well as being a significant stage in the continuum of care following hospitalization. A report of the Senate Committee on Labor and Human Resources (1982) expressed this viewpoint:
"It is the perception of this committee that increased utilization of home health care should result in long-term federal cost savings through decreased nursing home and hospital admissions and shorter lengths of stay, as well as by increasing family support for the elderly. Of equal importance is the knowledge that increased availability of home health care will enable many elderly and chronically ill persons to maintain their independence and community ties and to lead lives of greater personal dignity and satisfaction."
Although the previously mentioned provisions were fully implemented by 1983, there were expectations that the institution of PPS would lead to further acceleration in the use of HHA services. These expectations were based on incentives embedded in PPS for hospitals to discharge at an earlier date patients who would need more post-hospital nursing and rehabilitative services, particularly HHA services for those discharged to their home.
The data in Table 1 show that the proportion of enrollees served by HHAs rose from 45 per 1,000 in 1983 to 50 per 1,000 in 1984, an increase of 11 percent. The user rate has remained relatively stable since then. The number of HHA visits, the average number of visits per person served, and visits per 1,000 enrollees decreased from their 1984 peaks. This decline in the volume of HHA visits reflects the effect of a series of events affecting the administration of the HHA benefit by the Health Care Financing Administration (HCFA).
During the late 1970s and the early 1980s, reports by the U.S. General Accounting Office (1979; 1981; 1982) and the Office of the Inspector General (1981) of the Department of Health and Human Services were critical of HCFA for its administration of the HHA benefit. In particular, their investigations suggested that up to 30 percent of the home health visits paid for by Medicare did not meet the conditions for coverage. The reports noted inconsistencies in coverage determinations among the Medicare fiscal intermediaries and notable instances of fraud and abuse. In the Deficit Reduction Act of 1984 (Public Law 98-369), Congress mandated that there be no more than 10 regional intermediaries to process HHA claims. Such concentration of function would increase intermediary expertise in the provisions of the HHA benefit, provide greater consistency in the review of claims, and increase alertness to instances of fraud and abuse. Following the congressional mandate, HCFA undertook intensified training of the personnel in the designated regional intermediaries in the criteria of coverage for HHA benefits and made extensive revisions to written administrative guidelines and instructions. These activities intensified the review of HHA claims and resulted in an increased rate of denials of claims for coverage and payment. These are reflected in the decline in the number of covered visits from its 1984 peak. By 1988, the decline in the number of covered visits seemed to have bottomed out and resumed rising.
Program payments for HHA services grew at a much slower rate during the period from 1983 through 1988 (AARG = 6.8 percent) than they did during the period from 1974 through 1983 (AARG = 29.0 percent). Further, unpublished data show that overall Medicare payments grew at a more rapid rate from 1983 through 1988, from $53.4 billion to $81.4 billion (AARG = 8.8 percent), than did HHA payments. During the period from 1967 through 1983, HHA payments grew at a much greater rate (AARG = 24.3 percent) than did overall program payments (AARG = 17.2 percent). From 1983 through 1988, however, program payments for HHA services decreased from 2.6 percent of total Medicare payments to 2.4 percent.
Changes in the rate of growth of program payments for HHA services reflect not only changes in the number of persons admitted to HHA services and the volume of services furnished, but also changes in the methods of paying for the services. During the post-PPS period, Medicare instituted changes in the method of paying for HHA services.
HHAs are generally reimbursed for the costs of furnishing services to Medicare beneficiaries, but the Social Security Act authorizes the establishment of prospective limits on the allowable costs incurred by providers of services that may be reimbursed by the program, based on estimates of the costs necessary for the efficient delivery of needed services. Beginning in 1979, limits have been maintained on HHA per visit costs. Until July 1, 1985, the per visit limit was based on the aggregate of visits made by HHAs. For cost reporting periods beginning on or after July 1, 1985 and before July 1, 1986, the limits were imposed for each type of visit. For this period, the limits were established at 120 percent of the mean labor-related and nonlabor per visit costs for freestanding HHAs applied on a disciplinespecific basis. The regulations instituting the new limits (Federal Register, 1985) provided that effective on July 1, 1986, the limit would be reduced further to 115 percent of the mean cost, and to 112 percent effective July 1, 1987. In each year, the mean cost would be adjusted by an input price (market basket) index that reflects the price of goods and services purchased by HHAs.
The Omnibus Budget Reconciliation Act of 1986 (Public Law 99-509) mandated a return to HHA visit cost limits applied on an aggregate basis rather than on a discipline-specific basis, but retained the target cost limits proposed in the above-noted regulations. The limits and the methodologies developed for establishing visit cost limits have been effective in constraining the rise in program payments for HHA visits. The data show that, on the basis of computations explained in relation to the discussion of Table 2 , average program payments per HHA visit increased at an AARG of 9.4 percent from 1974 through 1983. From 1983 through 1988, the AARG for the average payment per visit was reduced to 6.1 percent. However, from 1985 through 1988, the AARG was reduced further to 4.7 percent. For the years 1974-88, 1974-83, and 1983-88 . Total payments for HHA visits can be represented by the following identity:
where R = the total Medicare payments for HHA visits. This is derived by taking the ratio of visit charges to total charges and multiplying by total program payments to HHAs. E = the total Medicare enrollment as of July 1 of each year.
PS/E
= the proportion of enrollees receiving Medicare-reimbursed HHA services.
V/PS
= the average number of HHA visits per person served.
R/VN
= the average program payment per HHA visit.
For a specified period, the AARG in program payments for HHA visits is equal to the sum of the AARGs of the terms on the right side of the identity. The ratio of each of the individual terms on the right to their sum is the proportion of the increase in total program payments contributed by the individual factor. This procedure distributes the interactive effects of the known factors acting together. The combined interactive effects are distributed in proportion to the effect of the individual factors acting alone (Klarman, 1970) .
Examination of the factors affecting program payments for HHA visits during the periods 1974-83 and 1983-88 shows a shift in their relative contributions. During the 1974-83 period, 64.8 percent of the increase in program payments was due to the increased volume of visits attributable to increased enrollment, an increased proportion of enrollees receiving HHA visits, and the rise in average number of visits received by HHA clients. During the 1983-88 period, there was a notable slowing in the rate of growth in the proportion of enrollees receiving HHA services and an actual decrease in the average number of visits received. This significantly reduced the rate of increase in the volume of HHA visits. Thus, despite the previously noted constraint on the rise of the average program payment per visit, it was the rise in this factor that accounted for 83.3 percent of the increase in program payments for HHA visits.
The geographic distribution of HHA services by the residence of the beneficiary is shown in Table 3 . Beneficiaries in the South show the greatest use of HHA services. The proportion receiving HHA services (53.1 per 1,000 enrollees) and the average number of visits received per person served (29.6) are highest in the South. Although average charges are not highest in the South, the intensity of use results in an average program payment per enrollee ($75) that is 25 percent above the national average and almost 32 percent greater than the next highest region. States that showed a user rate greater than 60 per 1,000 enrollees and a visit use rate greater than 1,500 per 1,000 enrollees were Vermont, Pennsylvania, Missouri, Mississippi, Tennessee, and Louisiana. Other States with a visit use rate greater than 1,500 per 1,000 enrollees were: Florida, Georgia, Alabama, and Utah. Program payments per enrollee of $74 or greater were made only to the above-noted States. The patterns of use and expenditures for HHA services by enrollee demographic characteristics are shown in Table 4 . The rate of use rises by age through the age groups encompassing those 65-84 years; there is a slight tapering off for those 85 years of age or over, reflecting perhaps the greater use of nursing home services in the oldest age group. Reimbursement per enrollee, which is the product of the user rate (users per enrollee) and the reimbursement per user, shows the same pattern. Among persons served, those under 65 years of age (i.e., the disabled, including persons with end stage renal disease) used more services; that is, they received more visits and higher reimbursement per user. However, because of a lower user rate, the disabled receive a rate of reimbursement per enrollee ($44) that is about two-thirds of that for the aged ($63). By all measures of use and expenditures, women use HHA services to a greater extent than men. This reflects the older age distribution of women. Table 5 is a summary of the data shown in Tables 6  and 7 . Highlighted in Table 5 are the service patterns by the different types of HHAs. Proprietary agencies were the dominant type of agency: They served more beneficiaries, provided more visits, and received more program payments than any other type of agency. Their patterns of services differed notably from the other types of agencies. Persons served by proprietary agencies received more visits, and the distribution by types of visits differed from other agencies. Persons served by proprietary agencies received, on average, 29.6 visitsthis was 5.5 visits more than furnished by the next highest category of agencies (i.e., the private nonprofit agencies) and over 25 percent greater than the national average. The proprietary agencies were the only group that derived over one-half (54.2 percent) of its program payments from services to persons receiving 50 or more visits. Proprietary agencies received higher visit payments per person served ($1,401) than other agencies.
In addition to differing from other agencies in the volume of services furnished to their clientele, proprietary agencies also differed in the distribution of visits by type of service. Proprietary agencies were the only group in which nursing care visits constituted less than one-half of all visits. The percent of visits made by home health aides (38.3 percent) was greater than for other agencies. The available data do not permit any explanation of the reasons for these differences in visit patterns-whether because of differences in case mix or administrative practices.
The geographic distribution of the different types of agencies are shown in Table 8 . Although the data are for 1989, they approximate the 1988 distribution. The data in Table 8 provide additional insights into the data discussed earlier. Proprietary agencies constitute one-third of all agencies. This would account, in part, for their dominance in the distribution of visits and program payments noted previously. Proprietary agencies are particularly dominant in the South, where they constitute 42 percent of the agencies. This may explain, in part, the pattern of high service use in the South noted earlier.
Conclusion
HHA services have been undergoing a changing role in the Medicare benefit structure. Originally, HHA services were conceived as services furnished at a stage in the continuum of care following an episode of acute illness, generally following hospitalization, when the locus of care for further recovery and rehabilitation could be shifted from an institutional setting to the home. Changes in legislation and regulations have shifted the Medicare HHA benefit to a means of providing home-based health care services to maintain the beneficiary's health and functional capacities to deter hospitalization or premature nursing home placement. This changed conception was accompanied by increased use of and growing program expenditures for HHA services.
